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PRICES AND WAGES IN THE POSTWAR PERIODS 


HE comparison between wage and price trends of World War I and World War II 
first published in the December 1946 issue of the Real Estate Analyst is brought 
up to date on pages 382 through 384, 











The most startling development shown on the charts is the loss in purchasing 
power of “real wages after taxes.” By real wages we mean money wages in compari- 
son with the cost of living. The solid red line on chart 4 represents “real wages,” 
“Real wages after taxes” is represented by the dotted red line. Examination of the 
chart reveals that real wages in the present war and postwar period have been well 
above the real wages of the first war and postwar period (First World War shown by 
solid blue line). This is true in spite of our rapidly increasing cost of living. In other 
words, despite statements to the contrary, the wage level of the country has increased 
more rapidly than the cost of living. 


“Real wages after taxes” (dotted red line) tell a different story. Due to heavy taxa- 
tion, these wages started down during the early part of the war and, despite continued 
large wage increases, have stayed at near the prewar wage level. Although sky- 
rocketing wages have raised the cost of living of every group in the nation to un- 
precedented heights and have rewarded labor with the highest wage level in history, 
“real wages after taxes” are just about 3 per cent above those of 1938. It is bound to 
be disheartening to labor to fight so hard and so long for wage increases, and then to 
find its position so slightly improved - only 3 per cent. 


Without the heavy Federal tax load, real wages of labor are 15 per cent above the 
1938 level. This clearly demonstrates the stake we all, labor included, have in econo- 
my in government, 


Instead of criticizing business for “unreasonable profits,” the government should 
devote more time to the elimination of “unreasonable” bureaus and agencies, 


This is perhaps as good a time as any to illustrate the extreme ends to which 
the government is willing to go in order to divert attention from its failure to keep 
inflation from sweeping through the country. 


A few weeks ago, the Administration, taking its cue from the public indignation 
over high food prices, sent John F. Sonnet and a group of assistants to Chicago to in- 
vestigate “unreasonable” profits and price fixing in the meat packing industry, About 
the same time the Department of Agriculture released its estimate as to “who gets 

(cont. on page 386) - 
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PRICES AND WAGES IN THE POSTWAR PERIODS 


(cont, from page 383) 
the meat dollar.” This estimate placed 70¢ of the meat dollar in the hands of the 
farmer, 2¢ for the commission agent, 10¢ for the packer, 3¢ for the wholesaler, and 
15¢ for the retailer. Apparently, somebody in the Department of Agriculture got his 
signals very badly crossed, because the 10¢ taken from the meat dollar by the packing 
industry is hardly sufficient to allow “unreasonable” profits, even with the most 
flagrant price fixing. 


This type of diversionary action is not new. It is as old as human nature and can 
be expected to continue as long as human nature lasts, 


Instead of accepting its share of responsibility for today’s high living costs, the 
government conducts first one political maneuver and then another against various 
branches of business. As our government-inspired inflation runs its wasteful course 
and as election time grows nearer, we can expect the tempo of government denuncia- 
tions of business to become heavier and faster. 


The chances of a depression similar to that of 1920 and 1921 are becoming more 
remote, and it may now be that no major collapse will occur in general business until 
the government stops supporting the farm market through European purchases and un- 
til the backlog of orders in the durable goods industries disappears, 


The future of commodity prices and prices of farm products depends on too many 
unpredictable factors to make any bold, exact statements regarding their behavior. 
For instance, to what extent and in what manner will the government stay in the grain 
market? Will rationing or price controls be restored (unlikely), and, if not, will all 
the talk have any effect? How extensive and in what form will be our aid to Europe? 
What further effects will be felt from the increasing steel prices and shortage? All 
these factors and others make pinpoint guessing hazardous to the point of being foolish. 
The best broad guess seems to be for prices to bob around for a while longer, probably 
bobbing up more often than down. Although the grain market is jittery, responding one 
day to the press of government buying and the next to the talk of increased margins, 
prices are still way up. In addition to affecting the price of bread, flour, meal, 
cereals, etc., the price of grain influences the price of meat, poultry, eggs and dairy 
products, but not so absolutely. For instance, if wheat goes to $10.00 a bushel, the 
miller pays it or shuts up the mill. On the other hand, when feed gets too expensive 
(or it becomes more profitable to sell the corn rather than use it as feed), the farmer 
simply sells his stock. In other words, stockmen and poultrymen have an alternative 
that still leaves them in business, whereas the miller and other direct processors of 
grain do not. Therefore, grain at $4.00 or $5.00 a bushel would have a profound effect 
on the price of grain products but very little effect on the prices of meat, poultry and 
dairy products, 


The duration of our high price era also depends on many imponderables, but from 
here it seems to stretch at least into mid-1948, Beyond that point a great deal depends 
on what wage rates do. If there is another round of raises, and straws in the wind indi- 
cate that there will be, then prices will continue high to higher. If not, if we get by 
without important wage boosts, then the road seems to turn slightly down. 
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BUSINESS CONDITIONS LOCALIZED 


E all remember the fable of the boy who cried “wolf,” but some of us forget 
W. that the wolf finally did come, It’s the same old wolf that hung around the 

door (and sometimes came inside) during the thirties, and which will come 
back again, only this time a little bigger and harder to drive away. 


What bothers most people (when they are not worrying about the Russians) is just 
when the next depression will begin, 


Practically every business index is either moving ahead or is maintaining a high 
level, The entire economy seems to swagger forward in a manner that makes collapse 
impossible, 


What, then, could cause it to falter and fail, and when? 


At this point everybody begins talking at once and making very shrewd guesses and 
expounding very involved theories, but nobody agrees as to when or why, 


Our guess, and you can take it for what it’s worth, is that next spring’s crop of 
wage boosts will set off another price rise which will start things tumbling in late 
1948. It’s a guess and subject to wide revisions as new factors enter the picture, 


To show how rosy things look in many cities, we have prepared the study of check 
transactions on individual cities on pages 388 through 395. Several things should be 
kept in mind when using these charts on individual cities, 


The figures for all cities have been adjusted for seasonal fluctuations, for popula- 
tion changes, and for changes in the general price level. The final figures are ex- 
pressed as percentages above or below a prewar long-term computed normal, The 
percentages above normal are shown by the blue areas on the chart; the percentages 
below normal are indicated by the red areas, . 


During the depression of the thirties the figures for many State capitals were badly 
inflated by government payments of various types which cleared through the local 
clearing houses, As we have been unable to find any intelligent way of correcting for 
these payments, we have marked all State capitals on our charts by a red dot following 
the name of the city. Due to these payments, the usefulness of the charts for many of 
the State capitals is considerably impaired, 


The charts themselves are more or less self-explanatory and should be given con- 
siderable study. The tremendous war boom in some cities shows up quite strongly in 
contrast with conditions in cities which secured relatively little war business, Only a 
very small number of cities have shown any drastic drop from the war period, 


Cities which have been unusually low in recent years are “sick cities” and it be- 
hooves their residents and business leaders to do everything possible to bring them 
back to a healthy condition. In some communities this will be possible; in others, the 
difficulty may be greater and more fundamental, In certain sections of the country a 
far larger percentage of “sick cities” will be found and in other sections almost all 
cities will be prospering above the general average. 
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